ENERGY

Power Brokers

Across the country,
states are encouraging
government-regulated

utilities to swallow @
healthy dose of
competition. Yhe result
Is cheaper elecritity
for some. But critics
say there’s 8 downside
to the free market far
electricity. Other
experts say the federol
government should set
the ground rules.

BY MARGARET KRIZ

EW HEDFORD, MASS —In

late Qetober, the Sgi. Carney

Academy clementary schaol

auditorium was fesiooned with
paper pumpking ang 10-foot-1al scare-
crows when the Massachusetts Public
Utilities tdepartment held its hcaring
there on proposals (o dismantle electric
utility monopolics in the state.

Given that the city has some of the
highest electnicity rates in the stase, New
Bedford, located 40 miles south of
Boston, was a Ingical place 10 dewm up
suppun [or proposals thai would allow
other companies to
compele with the uil-
itics o sl electneiy.
Stute officials and util-
ily execulives promise
that the new competi-
tivn will result in
cheaper electricity for
Massachusctts Cus-
omers

As proof that com-
petition will cut elec-
tricity costs, state
Artorney Gencral
Scott Harshbarger in
September unveiled
an agreement under
which Massachusetts
Elcciric Co. would
guarantee & ) per
cent rate Cut to its vne
million customers.
The deal, whicli is
part of a broader prm-
posal 1o begin clec-
(city competition in
the compuny’s service
arcu, i§ now being
reviewed by the stalc
regulatory speody
Harshbarger's staff is
also ncgolisting with
the s1ale's seven other
electric monopolies in
hopes of reaching
similar agrecments.,

Tocal industry and
the Conservation Law
Foundation, 2 Baston-

based public-interest luw firm tiat helped
in the negotiations, cheered the Mas.
suchusetts Electric desl. But speakers at
the New Hedford hearing werc wary of
thu state’s vision for changing the charac-
Ler of the ¢lectric indusiry. Many object-
ed 10 pravisions in the deal that would
furce il electiicity cuscomers 1o pay for
the utilities® expensive projects, such us
their investments 3y nuclcar power
plants. Some residents racallcd fighting
1o stop construction of the sume nuclear
fucilitics they would now be compelled 10
buil out.
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“Wc think asking .'~ctnc custorners to
pay the utility shareholders for the com-
{mrry's mistakes is an. abselute outrage,”

revn Marks, a csident-of ncarby Lynn,
said at the hearing,

Others worricd that the reliability of
clectric service could be Lhreatened as
clectricity providers fight for profits.
“This indusiry has always operated under
the assumption that youerr on the side of
surplus eleetric cupaeity.” suid Vidwaed
Collins of Springficld, who represents the
Massachusetts Alliance of Litility Unions,
a coalitionof three state utility groups.
“The new companies will have no duty to
scrvc their customers, only to make 4
profit. And you can make a profit out of
scarcity us well as abundamnce.”

Staie Scn, Mark C. Montigny, a Demo-
crat who represcnts the Now Bedford
arca, worricd that stale repulators may
Tush o approve Harshbarger’'s proposal
before cither tbe public or the lepislature
hos time to evaluate the plan. “T'm deeply
troubled ii this is rhc final settlement,” he
said. "T'm very excited if this is the begin-
ning of ncygotiations.”

So fur, the desl amounts o & “merry
Christrnas Lo the utility stockholders and
happy Hilloween to the custumers and
workers ol the clectiiv utilities,” Mua-
tigny said al the hearing,

QURER STATE EFFORTS

Hiarshbarger's proposal follow a trail
blazed by Califunia and Rhede Inland,
which adopted statewide utility restruc-
tuning plans carlicr this ycar. The Penn-
sylvania legislature is also poised to =nact
an electric utility dercgulation bill. New
Hampshire, with the nal:on’s highest
clectricity rates, bas tested competition
through aseres of community pilot pro-
grams. State regulators are considering
adopting electricity competition by 1999,
Dozens of uther states art reviewing pro-
posals to inject 2 dose of competition into
their electric monopoly systems. Not sur.
prisingiy, the states first out of the hox
are those with the most-expensive cles:
tricity. (For mare on udility rates, see box,
2 2599}

Bui samne states that have cheaper sup-
plies of power and don’t want to share
them with less fortunate states arc drag.
ging their [eet 1o delay competition. Utili-
tics stil! paying for high-cnsi construction
projects are also reluctant to enter a com-
pettive markerplace.

Encegy experts nygree, however, that
the industyy is well on the way toward a
compctitive revolution. In the electricity
supcrmarket of the fulure, yiilivies will be
responsible for the local electric distribu-
tion system, which is csscatiaily the high-
way thatcarries power into cach home
and business, Bul wensumers wili be able

10 buy electricity from
any of the many
power generaling
firms that are spring-
ing up arcund the
<ouintry.

The impetus for
niility rastructuning
began in 1992, when
Conpgress pa<sed the
Fnergy Policy Act,
which rcquired all
utilitics to sharc their
transmission  lincs
wilki ather ulilitics, As
a result, g utility in
New York state can

“buy low-cost cleclrici-
ty from North Caroli-
na by shipping it—lor
a price-over the
electrical lines owned
by the utilities in
hemween.

Mcanmwhile, energy
inttosive manufactur-
e¢rs around the coun-
Iry began lvoking fur
& way 10 access cheap-
¢r power. InMas-
sachusetts, for ¢amn-
ple. the Rayltheon
Co.. one of the state’s
largest employers.
threatened 10 move
elsewhere if its utility
didn’t recducc the

company’s  rytes.
Raythcon got its priec
cut.

Respunding to corporate pressure, a
handful of states began considering teg
islative changes to permit their iarge
manutacturers to buy cheaper out-of-
state electricity. Lawmakers in other
states would prefer to let al) customens
choose their electric suppliers.

“More and more states are going 10
cloetricity competition bccause they’re
competing among theinsetves for a bigpet
sharc of the ceonvenc pic, which low-cost
powcr can stimulate,” aid John P. Hughes,
tcchnical affairs dircetor of the Elecmicity
Consumers Resource Council. which rep
rosents large industrial clectricity uners.

Retail competition hasalso been
spurred on by electricity marketers—
companies acting as hrokers to expedits
interstatc clectricity sales. In 1992. only
vight power marketing firms existed,
loday 250 marketers are vying for busi-
ness, according to David K. Owens,
senior vice president for finance, regula-
tion and power supply poticy al the Edi-
son Elcetric Institute (RET), the Wash-
ingtun trade association for privately
vwned ulilities,

The emergence of power marketing

Massothasalts IPA cammbssioner David B. Siruks
The siute’s ensrgy doal muy sol bonefit the environment.

companics 15 only ont exampie of the
ongoing mclamorphosis of the electricity
industry. As companies try te grab «
picce of Lhe $200-billion-a-year market.
mergers, new partnerships and even
bankruptcics are trunsforming the indus.
try.
Although many manvfacturers arc
already enjoying the fruits of incrcased
competition. most small busincsses and
residential customers ure not. In July.
Rep. Danicl Schacfer, R-Colo., ¢haimman
of the Commeree Subcommities on
Energy and Pawer, sought to cven the
playing field with a bill that would huve
required the statesto offer eleciricity
competition to all customers hy Dec 15,
0. FSee NJ, 813196, p. | 631.)
Schaefer’s hill died. But it raised the
profile of clectric utility restructuring on
the ledterul level. House Commerce Com-
mittee chairman Thomas J. Bliley Ir., R-
Va., has dectared federal electricity legis-
lationlo he ¢ne of his panel’s top
priorities in the 105th Congress. More-
over, the Clinton Administration is draft-
ing its own electricity restructuring bill,
(For extespis from an interview with depury
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THE STATES HAVE STARTED THE BALL ROLLING.. .

Curtis is in charge of the Clinton

Administration’s efforts Lo guide
the electric utility industry toward free-
market compctition. Curlis, a veteran
cncrgy lawyer and the former
chairman of the Federal Energy
Regulatory Commission, has also
becn mentioned as a candiduze 10
replace Energy Secretary Hazel R
(O'Leary. who has annnunced her
retirement. In a Nov. 14 inerview,
Curtis explaincd the Administra-
tion's position on clecteic atility
restruciuring.

D eputy Fnergy sceretary Charles B.

Q: How quickly do you see electric
ulility restructaring vecurring?

A: Everyone who has had some
experience in this indusiry is
soimewhat stunned by the pace of
change thar is nnder way. What we
are sceing reflected is that the
pace of change is demanding some
pithhe expression in Congress |
think there is general agrecment
that the federal regolatory and
policy framework for this indusiry
has to be changed, Thal frame-
work Jargely derives from laws that
were wrillen in the "¥)s. They have
at their foundations quite different
understandings about tcchnology
and the role and relationships of
the states and federal regulatory
apparatus. I'Here s a recogmtian that
this framework does no, accommodate
the changes that arc made possible both
by tcchnolagy and by a perccption Of the
benefits that would occur as a result of

WMI':.CWM

restructuring and intensifying the com-
petitive opportunities of the industry.

Q: Several states huve already adopted
plans fo introdoce competition for their

dow’t respect

electricity customers. Does that pre-
clude the federsl government from aet-
ing on this issue?

A: If direet-choicc murkets arc to evolve
effectively. -.Culifornia, Rhode Islund

and New Jlampshire are adopting poli-
cies that favor retail choice—you need
to change the [1935] Pubtic Udlity Hoid-
ing Company Act 1o permit the owner-
ship and operation of gencrution and
associgted transiission facilities
te provide rotail service, The
Holding Company Acl is an abso-
lute bar o i, You also have to
remove the possible preemptive
effects of the [1935] Federal
Power Act (hat night preciude
slales {rom putting intn effect the
policies that they have enacted.
What Califoruia did in very sig-
nificant measure implicated
interslate commaerce, and
whethe: the California plan can
he carried out remains to be
seen. 1t fimst reyuires permission
from the Federal Energy Regula-
tory Commission. And some of
the things that the state legisla-
turcs are sddressing are clearly
mattcrs commitled to federal
authority under existing law.

Q: There certainly is a (up of war
going on belwevn the staie and
federnl guvernment sntherities.

A: One of the very important
questions for the Congress Lo sort
out is what arc the appropriatc
boundaries of federal and stale
authonty. The reality is that our
clectricity matkets do not behave
aeeording to political boundanes. Eiec-
trons don’t respect borders. These mar-
kcts are vrganized und vperating as
regionat markets in a number of areas.

Joba Erscie

Frergy sceretary Charles B, Curnis, see box,
this puge und next. )

Unlike telecommunications deregula-
tion, which 100k more than a decade to
accomplish, *'1 don’t think wa're looking
at 10 yenrs,” E's Owens said *1 think
we're looking at significant changes over
the next twu 10 fuur years.”

GO WITH THE FLOW

John W, Rowe, president and chief
excculive officer of Westhorough
(Mass. )-bascd New England Elcetne Sys.
tems (NEES), his v thenry sbout change.
“You have two choices,” Rowe said in a
recent interview. “Ynu can say had things
are pning to happen and I'm just going 1o
grind them out and delay them as Jong &
I can. Or you can say bad things are going
to huppen. but mavbe they’ll hurt me a

lot less if 1 get out in (ront and try to
shape them.”

1t's a doctrine thar Rowe employed in
1995, when Rhode [sland lawmakers
appraved legislation that would have
alkvwed state induseriak parks to buy elec-
tricity from chcap powcr gencrators outs
side Lhe state. That measire was a call to
arms to Narragansgett Electric Co., an
NEES subsidiary that supplics powcer tn
BO per cent of Rhode Island. The ulility
vpposcd the mensure nol only because i
would have cut into irs business, but alen
becausce the bill wouldo't allow i Lo
recover billions of doliars in unpaid costs,
known in the indusiry as stranded invest-
ments.

Gov. Lincoln C. Almond vetocd the
bill, but ot before Rowe pledged 1o work
with the measure’s chief author. House
Majority Leadker George D, Caruolo, 10

craft a compromise puckage. They came
up with a plan to grhase in cempetition
beginning in July 1997. 'The package also
establisher a charge of 2.8 cents per kilo-
watt hour imposed on all Rhode Island
consumers, eventhose choosing to buy
clectricity from another company, The
money will be used lo underwrite the util-
ities’ stranded costs. The compromisce
became law in Aupust.

Rhude Istand officials “wanted compw-
tition, they wanled price reductions,”
Rowe said, “But they also wanted to keep
u sobvent utility around 1o pick up the
pieces if this new expeariment gers
screwed up,”

Rhode island's pian will serve as aiem-
plate for electric utility restructuring
throughoul New Englund, particulay in
Massachusetts. Row contends. In fact,
Rowe helped mold the September utility-
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... BUT THE FEDS ARE GETTING READY TO PLAY

S0 even state regulation cannot weil
comprehend and be cffective i those
markets. Sumzthing needs to he worked
uut that would permil # better halance
of relationship between state authority
and fedeval authority.

3z Rep. John D. Dingell, D-Mich., has
sald before with regard to electricity
restructuring, “If it aia’t broke, don’t fix
" Why are we sccing so moch uotivity
on restructuring now?

At [ i chear that elecanicity genecation is
no longer 4 natural monopoly, and com-
petition is noul anly possible but it has
proved to be heneficial, The experience
undcr the Encrgy Policy Act of 19492
demonstrates that there are genuing
large cfficiencics thui can be achicved in
the clectricity markcts and very large
consumer henefits that can be harvested
by incrcasing the competitiveness of
these markers.

Q: What's the statas of the Administra-
tion's effort?

As Thie clectric wiility restructoring issuc
is, in my judgment. the No. 1 energy pol
icy issue. In terms of its cconamic
impact, it 15 probably the No. 1 domestic
cconomic policy issue, aside fram the
budget. Tt is rapeeative that the execu-
tive branch niake recommendations to
the Congress as Lo how this matter
might best be disposcd. 1 think there is
general recognition that this is an msue
that will be taken up in the very carly
days of the 1051h Congress. [Huouse
Commcree Committce chairman} Tom
Bliley |R-Va.] and [Encrgy and Power

Subcommifges chairman! Dan Schaefer
{R-Caln.] both made very clear that this
is # priority matter. S0 the Administra-
tion will he keyed to be able 10 present
recummendations (o the Congress at the
beginning of this next Congress. Most

“Ithink it's
clear that the
. Congress can
legislate al the
way to the
socket in the
wall if it
wishes to.”

likely, in my judgment, it will take the
lorm of a legislative projxsal.

Q: The restructuring tegislation ¢hat
Rup. Schaeter introduced in July takes a
bare-bones approach, directing states to
open their utlility industries to competi-
tion un a certain date, but allewing the
states to fil) in the detalls of the plan. Iy
this the approach the Administration s
taking?

A! Whether there is going 1o be a federal

mandate that states must adopt cua-
tamer choice by a ccriain date is _ . .
probably the seminal question in the
dchate. The Administration will have to
address that. My preliminary position
has been that we should remove the bar-
riers W state choioc, but we should not
compel state choice. As a constitutional
muatter, T think #1's ¢lear that the
Coungress can legislate all the way 10 the
socket in the wall if it wishes 1o. . . _ But
it would be an exiraordinary cxercise of
(ederal power tu preemg states’ judg.
ments aboul how electrical service
should be providcd to customers at the
retuil level. It bas been among the most
important of statc policy powers exer-
cised ovr the years,

Q: Some citizens’ groups fear that giv-
ing the states broad leeway could result
in » “ruce (o the bottom” as staies elimi-
pate consumer prodections to cncourage
companles to lower their electricity
rates, Thud could end up with onc state
retaining its low-income assistanee pro-
gramy, for instance, and another stute
dropping thuse programs,

A In the states that have acted so far, [
don’t think there is a demonstruble
record to suppot! Lal position. They've
dealt with these issucs in ways that
shauld allay those conccms. Rut | belicve
it 1» a responsibility beuer cxercised at
the state Jevel to work out the balunces
berween consumer equity and the quality
and the nature of the service that they're
going to 1osist on for their customers. I'm
much more trusting of how the states will
meke these judgments.

2t

restructurmg deat beiween the attorney
general’s officc and Massuchusetts Elec
tric, which © abo owned by NEES,

That deal includes a icmpting teadecif:
Massachusetls Elcetric customers would
get guarantecd cheaper clectricity by
1998 and the company's strapded invest-
meoty would be repaid. Massachusctts
Electric serves a thicd of the stawe, If a
similar deal is accepted by the «tate’s
otber unlities, consumers could save
maore thap $3 billion over scven yedrs,
according to ussistant alturncy general
George B. Dean, chicf of the regulated
industries division,

The utibity’s propasal would allow cus-
tamers to select their electricity supplier
from a swerm of companics cxpected to
descend on the state to sell electrivity, Or
eonsumers could accept a standard offer
from Mumssachusetts Electric that wouid

guarantee thema L per cent cut m their
clegiricity bill. The quid pre quo is thatall
clectricity consumers in Massachusctis
Electric's service regton would be
reqitired to pay an access charge of LR
cents per kikowatt hour lo underwrile the
utility’s imvestiments that had been
approvid by the stute utility cornmission,
Theagcess charge would be imposed
even if customers began buying clectricity
from unuther power company.

As part of the accord. compaay uffi-
cialy agreed o continue current financinl
assitunce programs for low-income resi-
dents and for develuping aliernative
CNCERY SOUTCLS.

Some envirunmentalists arc enthusias-
tic about the Jeal. Massachiusetts Electric
hus promised to upgrade the air pollution
enntrols un fossil-fusled power plants
that bave becn opcerating for mme than

4l yecars. The utility’s accord with the
state is the {irst step in building a compet-
itive clectricity murket in which existing
tax subsidics will be lified and all power
gencrating plants will meet national air
pollution standards. xaid [.ewis Milford,
head of the enctgy program at the Con.
scrvation Law Foundation. “Why should
we protect the Status quo eleciricity mar-
ket’” Milford askel. “The challenge is to
turn awver Lhe existing dirty flect of utili-
tigs tu something sufer. Restructuring is
really the only avenuc to make Lhut hap-
pen.®

But Ldavid B. Struhs, the statc’s Envi-
ronmental Pretection Department com-
missioncr, erilicized the epvironmental
provisions of the attorney general’s deal
with Massachuseus Elcctric.In cum
ments to the Public Utilities Depariment,
he asscrtcd that the deal offers ambigu-
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Sovthorn Californin Edison labbyist Thomas ). Demnis
Siales withowt compatition shauldn’t get to buy dhoap power.

ouy promises of polltution reductions that
will he achieved nnly if utilities in the
Midwest cut their enussions, “If those sig-
nificant evcats do not vocur, No Enviran-
menal progress will be made,” Struhe
said.

Other opponents Of the plan conteml
thatit contains some significant small
prior. For example, e 10 per ¢enl sav-
ings is guaranteed only for seven years,
and the savings would shrunk if fucl prices
g0 up by more than 25 per cenl.

The private negotiations that led to
Rowve's restructuring plan have been ¢riti-
cized by some groups. “This was closc to
being a sectetiale piaking,” RUb Sargent,
legislative director for the Massachusetts
Public Interes! Research Group, corn-
plained. “They're (realing the revamping
of the ¢ntire electricity industry as il
were # rouline rate casc. We'se frusirated
becawse we werc told that this was going
tc be a public process,” he added, “but
every time we suggest any changes, they
tell us, ‘Can'tdo it It’s not in the seitle-
ment "

Dean said that the deals he’s pegotial-
ing with other utilities ma) be different

from the Massachu.
setts Electric scatle-
ment, hut all of them
will include a guaran-
tee that clectrie prices
drop by at lcast 10 per
cent. “They have dif-
ferent mixes of fe-
sources and prab-
lems,” he said. “We
keepielling them. *h's
a size 10 suit, hut we
cun do some tailor-
ing." ™

For some utilities, il
could bc a tight
squeeze. Those com-
panics may consider
using u ncw financial
tool developed by the
California legislature.,
In the Golden $tate,
lawmakers agresdio
scli low-interest bonds
that will underwrite
the utilitics' stranded
costs and will result in
immediate electricity
pncce cuts For all cus-
tomers. The bonds
will be repaid through
a,, electricity access
charyge impused oo all
state electricity cus-
OMETS.

“Up and down the
East Cons,. state legis-
latures ure looking at
securitization as 3 way
to drive down the
transilion cosls to competition,” Boston
Edison president und chief executive offi-
¢er Thomas J. May said. ‘Stranded costs
is the linchpin in every single deal that is
being worked nul." His firmm is likely to
finalize its deal with the atiorney gener-
al's office beforc the end of the year. May
said.

All utibty restructuring proposals must
be approved by the Massachusetts Public
Utilitics Departnient But the stutc Icgis-
Juture is also intcrested in rbe utilitkes
plans. Sull, Riwe is confident that state
Juwmakers will cventually embrace the
utility’s proposal. “1don’t think the kegis-
Jature would chouse i stand in the way
of all the benefits this will provide to
Massachusetts,” Rowe said.

Dean doesn't think legislauan is need-
ed to impkmcent thc Masachusetts Clec-
tric restructuring package. But Mas-
sachusctts state Son. John D. O’'Brien,
who cu~chairs a join, touse-Sensic panct
on clectricity restructuring, disagrees.
Dean und O'Bricn agice that in the long
term, lawmakers nced to modemize the
statc's utility department ty eliminating
such redics of the monopoly er” as the

Roctinid A Blgom

statc cnergy tacility siing board. which
approves the constructian of power
plants,

Rut O'Brien is apen to maore-funda-
mantal changes n seate iaw. “The NEFS
dcal moves the process forward,” he said.
“But you want ta do this correctly. The
danger is thal all these groups bring this
settlement up bore amd suy, “Would you
plkase rubber-stamp Lhis” The,, there isu
huge rushto do if.”

Ultility compuny officials suy their cus-
tomers are clamoring for faster aclion in
Massachuse tts. “[f Massachuse s is poing
to gel competition by January 1998, we
don’t have alot of lead time,” Boston
Fdison's May said. ‘We wani to start
grabbing our markel shore, just like
everybody else wanis 10"

In August, just ax California lnwmakers
were debating legislation to aliow com-
peting companies to sell electricity, the
capitol building and much of the rest of
region went blaek, hi, hy a massive power
outage, When the power came hack on,
legislators beefed up their hill to avent
futurc clectrical outages.

California lawmukers huve the power
to contral Lhe integrity of the slate's
power grid. The new slate kiw created a
regulatory body, catled the Lidependeni
Systems Operator. which has the authori-
ty to monitor the power shipped through
the state electricity grid. The law also
established an eleciricity price exchange,
whii will set power rates based on lhe
latest market prces.

But California can go only so far on lts
own, Electricity doesn’t respect palitical
buundarics. “You can't define the grid as
ending at state borders,” said Karcn L.
Palmer. a fellow at Resources for the
Future Inc. and co-authur of A Shock
the System: Restructuring America’s Elec-
micity Indicstry. “There are going 1o have
to be a, least regional entilies governing
the pricing, access and sharing of Lhe
transmission lines.”

Because its electricity grid is intricately
intertwined with those of other western
states, California™s system will eventually
hecome a western regional nelwork,
Paciflc Gas & Elecaic Co. rate manager
Tom Bettorff said. “Thcrc will come a
time when other stales are likely to juin
the ponwer cxchange and the independeni
power vperatar system.” he said. “This
will not ulways be 4 statc-by-statc issuce,”
Bottorofl added.

New mulilstate regulalory bodies may
bave te he created, either through
Congress or through the Faderal Fargy
Regulatory Commission, to cstablish the
zround rules for such a systermn,

Nonctheless, states arc likely (o main-
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win control over some of the industry3
mogt difficuli problems in evolving tu an
open marketplace. Utility oflicials arguc
thal state regulators arc best equipped to
determine which stranded costs should
be repaid by vensumers and which shuuld
he absorbed by company stackholders. So
far the states have: beon very generous to
their utilities: Both Culifurnia and Rhode
Islund gave their utilities the opportumty
to rceaver the entire ¢ost of past invest-
ments.

The: staies may also be in the best poss-
Lion 1o ensure that witity companies con-
tinuc to offer such social programs as
price reductinns for low-tncome families
and clectric service twall customers.
although some consumet groups are call-
ing for federul standards to make surc all
consumers wre treated fairly. Munivipal
officials also are turning to the states to
solve local tax problems. For example.
cities migitt lose milkions in tax revenues
if their utilities. which now pay local
propeny taxes on their equipment as well
as their land. sell their power plants to
nunutility firms thatare not taxed on
thelr cquipment.

LET THE FEDS DO IT

Other issues are beyond tbe stares’
control and demand a federal solition.
Reciprocity. lor example, is a big worry in
California, where atilities will get the
right to sell electricity un the competitive
market beginsing in 19%. “Arc wc to be
put in the position in which people from
out of state can come in and sell in our
markets while we can'tscll in theirs:”
asked Thomas I Dennis, a Southern Cal-
ifernia Edison vice president and lobbyist
in Washinglon. Denms would prefer a
system of reciprocity under which enmpa-
nies Jocaled in stutes that alowed other
companies to sclt clectricity s Ihcir juris-
diction could sell electricity cutsidc that
state, but firms in states that didn’t allow
competition would be limited w in-statc
transactions.

Federal action is also backed by com-
panies that want to repeal the 1935 Pub-
lic Utility Holding Company Act, which
established special ruler for companics
opcrating in mare than one state, and
the 1978 Public Uiility Regulstory Poli-
cies Act, which required utilities to buy
clectricity from alternative encrgy
SOUTCCS.

Only Congress cantackle the political-
ly charged issuc of whether municips)
power companies and federal pawes mar-
keting administrations. which enjoy spe-
cialtax advantages, shoukd be permitied
to compete in 4n apen electricity markct.
*Thev shouldn't be allvwed 10 expand
their competition using the advantages
that they have,” EEP's Owens said. Law-

STATES WITH THE 10 HIGHEST RATES

ELECTRICITY COSTS BY STATE

(demmr rutes, in cents par kilowolt hour, es of Jyly 1994)

TOTAL RATE  RESIDENTIAL COMMERCIAL  INDUSTRIAL
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Yormont 98 na 11/ IR
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Colifornio 9.1 n2 o W
Pennsylvonia 79 96 B3 L1

iduho , i 53¢ B~ S ¥ !
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" Woshinglon B ¥ RV oy T e
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Owe [ ! JEVUTURN ¥ SRR 1 MRCTRIA | I
Montana 50 £2 54 . 16
Teanessap 52 59 62 [ B

Nobresks . 52 6.2 _ 55 k1|

West Virginio 53 64 58 @8

SOURCE: Enaegy Dapatovt's Eargy Iofocmeton Adisiirtin [Alasks acd Fewol exdoded) : -

makers from regions served by the public
uttlities, hawever, have consistently
fought efforts (o privatize or limit the
growth of those companics.

Reswructuring is likely to cause a his-
toric reshuffling of autharity between the
federal government and state regulatom,
who have treditionally had primary
authority uver the electric utility industry.
As the eleciricity industry becomes more
national and ipternational, the [ederal
government s taking on more responsi-
hility.

And many states and utility industry
officials don't like it. They arguc that the
federal government should do ooly the
bitre minimum in removiog the barriats
to new cempctition. “It would bc very
bad fur us to se¢ Cungress do a one-size-
lits-all piccc of legislation," NEES's
Rowe said. ‘I think our states arc doing a
pretty good jab of handling it at this
point, and I'm mote fearful thal Wush-
ington will mugk it up than hopeful that
Washington will fix it."

If federal legislation is passed, howev-
cr. some utility company officials want
national lawmakers to grandfather any
srdate plans that have alrendy been coact.
cd.

But as the 105th Congress approaches,
the momentuin has increascd for federal
restructuring legislation. “There's been
an acccleration of effort,"” said Steve
Kean, vice president of Enron Capital
and Trade, a subsidiary of Houston-
based Encon Corp. "One reason is the
money to be saved in the electric indusiry
is huge. Yuu could have a buge impact
on the economy. Thekecond thing is,
we've done this so many times in this
country 1now Lhat we know how to dereg
vlate an industry,” ho said, noting that
the Congress thatdercgulated the
telecommunications industry this year
will he willing to Lackle the electric
monapulics next year.

Dennis of Seuthermn California Edison
said that Congress is unlikely to do a
hare-banes picce of legislation, Il law-
makers decide to tackle electric utility
restructuring, they’ll bc pressured to
acklress all the competing state, business,
environmental and consuiner issucs,
unleashing & battic royal.

“'m a firm believer that the Congress
1 only going 10 do this once, like they did
with the telccommanications bin,” Dennis
said, “They’re not going to conre back
and do little pieces.” [
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